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For the European Union as a whole, the second quarter of 1995 is characterised by a slow-down 
in the growth of production (GDP +0.3%). With this result, the growth during the first half of 1995 
compared with the same period for the previous year was 3.1%. A comparison with its most 
important economic partners shows that the Union economy is growing with a similar pace to that 
of the United States (GDP +0.3%), whereas the Canadian economy is characterised by a slight 
fall (GDP -0.3%). By contrast, after two negative quarters, the Japanese economy exhibits a good 
recovery (GDP +0.8%). 
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1. Analysis of the economic situation 
1.1 The European Union 
In the second quarter of 1995, the nominal GDP of the EU as a whole amounted to ECU 1 490 690 million, 0.4% more 
than in the previous quarter. Nominal growth between the second quarters of 1994 and 1995 was 3.4%, whereas 
growth between the first halves of those two years was 3 . 1 % . In real terms, production was ECU 1 099 774 million, 
0.3% higher than in the previous quarter. The EU economy showed only weak growth, which suggests a slackening of 
the recovery which began in 1994 and continued into the first quarter of 1995. This is also reflected in the real rate of 
growth over the corresponding quarter of 1994 (2.7%). On a half-yearly basis, the slowdown between the first halves of 
1 994 and 1 995 was less pronounced, with growth turning out at 3.1 %. 
The expansion seen in 1994 slowed down in the second quarter of 1995. This seems to be due in part to the business 
community's increasingly cautious view of the economy. In addition, the second quarter of 1995 saw a natural correction 
of the growth recorded in 1994 and the first quarter of 1995. The knock-on effect of economic expansion in the United 
States and the rebound from the economic crisis of 1 992/93 were therefore limited by the climate of uncertainty on 
financial and currency markets and the twin spectres of higher inflation and rising unemployment. These factors led to a 
rate of growth slightly below what had been forecast in 1994, although the Commission's forecasting services believe 
that annual growth in the period from 1995 to 1997 will be in a range between +2.6% and +3.0%. 
The agreements designed to achieve a single European currency, which the Member States confirmed and reinforced at 
the recent Madrid Council, together with the decline, albeit slight, in the jobless rate (estimated 10.7% in 1995 by the 
Commission's forecasting services) and the Member States' effective efforts to curb inflation, are a positive sign which it 
should be possible to assess fully in the coming quarters. Of course, the main objective identified by the Commission, 
namely, reining in budget deficits, must not be sacrificed on the altar of sustainable growth. 
- Inflation: Price inflation as measured by the implicit GDP deflator was only 0 . 1 % in the second quarter of 1995, thus 
continuing the overall downward trend which began in the second quarter of 1993 but which has been characterized by 
fluctuations such as the negative inflation (-0.2%) recorded in the first quarter of 1995. The slowdown in the rate of 
inflation is also evident from the fact that prices in the first half of 1995 were only 0.7% higher than in the same period 
of 1994. The long-term trend in price inflation slowed down more markedly, to an annual 0.7%. The change in consumer 
prices as measured by the implicit deflator of private consumption is only slightly higher than that recorded for the 
implicit GDP deflator, although there was a more marked downward movement (-0.3%) in the first quarter of 1995, 
followed by a period of stability in the second (0.0%). 
- External trade: The nominal balance of the European Union's external trade was ECU 30 687 million (2 .1% of GDP). In 
real terms, the deficit continued along the downward path which began in the first quarter of 1995, at ECU 
-6 308 million (-0.6% of GDP). This is because the latest figures are the first to include the new German Länder as part 
of the EU and no longer record trade between the Federal Republic and the former GDR. 
- Domestic demand: Nominal domestic demand was ECU 1 460 073 million, a slight increase (0.3%) on the previous 
quarter. This represents a weak recovery in demand, which was still lower in the first two quarters of the year than the 
quarterly rates recorded in 1994. There was a slight increase in private and public consumption in 1995 (0.9% in the 
case of private consumption and 0.4% for public consumption), following a period of stagnation. Parallel with this 
development, there was a more marked slowdown in investment growth, particularly in the first quarter (up by 1.1% in 
the first quarter and 0.7% in the second). The cautious behaviour adopted by consumers in the final quarter of 1994 
continued into the first two quarters of 1995 and revealed the climate of caution among private consumers (who account 
for 62.9% of GDP). The share of GDP accounted for by public consumption (16.9%) showed a very slight increase, while 
the higher share (19.9% of GDP) accounted for by investment (an increase which began in the final quarter of 1994) 
confirms investors' relative optimism. 
Consult the methodological notes for details of how the quarterly aggregates are constructed. 
1.2 The Member States 
The main characteristics of the economic situation in the Member States* in the second quarter of 1995 may be 
summarized as follows: 
- Economic growth: Economic growth levelled off in the second quarter of 1 995 compared with the first quarter, with a 
figure of between +0 .2% and +0.7% in the majority of the Member States. Growth was negative in Italy and Denmark 
with -0.4% and -0.5% respectively, while the figure for Sweden was +1.2%. In annual terms, economic growth over 
the first two quarters in 1995 showed the same pattern as in quarterly terms, i.e. rapid growth in the first quarter, easing 
off in the second. However, growth was less pronounced but steadier in Germany, Spain and Austria. In annual terms, 
the growth rate in the first quarter of 1995 was encouraging, since apart from Austria and Germany, with rates of + 2 % 
and +2 .4% respectively, the growth rate throughout the European Union was between + 3 % and +3.5%, with the 
exception of Sweden and Finland, where it was higher, with +4 .6% and +5.3% respectively. 
- Price developments: Prices in ECU, measured by the implicit GDP deflator, were affected by a certain instability on the 
exchange market. There was major deflation in ECU terms in Italy (-4.2%), the United Kingdom (-3.2%) and Sweden 
(-3.1 %) with very good inflation performance in terms of the national currency in the latter two countries ( + 0.3%). Italy 
on the other hand had an inflation rate of +1.6% in national currency - the highest of all the Member States. The 
depreciation of the lira, the Swedish krona and the pound sterling explains these discrepancies. The opposite was the 
case in the other Member States, where inflation in national currency - lying as it did between +0 .3% and +0 .4% in 
Finland, the Netherlands and Denmark, and between +0.7% and +0.8% in Germany, France and Austria, Spain being an 
exception with + 1.3% - was comparable to inflation in ECU terms, which was between +0 .7% and +0 .8%, the 
Netherlands and Spain being exceptions with +1.5% and +2.8% respectively. The discrepancies result from the 
increase in the value of the various currencies against the ECU, especially in the case of the guilder and the peseta. 
- International trade: The second quarter of 1995 saw an increase in the trade deficit in Spain (-8.3% of GDP), Austria 
(-6.8% of GDP) and the United Kingdom (-1.5% of GDP). While the increase in the trade deficit in Spain and Austria was 
in spite of good export performance ( + 1.8% and + 3 . 1 % respectively), there was a reduction in exports (-0.7%) and an 
increase in imports ( + 1.5%) in the United Kingdom. France's imports and exports were in balance. The surplus stabilized 
in Italy ( + 3.6% of GDP), Sweden ( + 6.6% of GDP) and the Netherlands ( + 8.9% of GDP), basically as a result of a more 
rapid increase in exports than in imports. Denmark ( + 6.8% of GDP) and Finland ( + 6.2% of GDP) on the other hand saw 
a reduction in the surplus resulting in the case of Finland from a slackening of exports, accompanied by an increase in 
imports, and in Denmark from a sharper reduction in exports than in imports. Finally, Germany's deficit remained 
unchanged at -4.2% of GDP, which can be explained by the fact that, as from this publication, the figures relate to post-
unification Germany , and therefore do not include trade with the former GDR. 
- Domestic demand: In the second quarter of 1995, with the exception of Italy (-1.3%) and Sweden (-1%), the 
domestic-demand growth rates of the Member States remained positive, although there was a general slackening 
compared with the first quarter. The negative rates recorded in the first quarter of 1995 for Finland (-2.1%) and the 
United Kingdom (-0.5%) became positive in the second quarter, reaching +0.7% and +1 .2% respectively. The increase 
in domestic demand in the majority of the Member States in the second quarter was between +0 .2% and +0.8%, 
except in Italy and Sweden, where the figures were negative, and Austria where the increase was much more dramatic, 
with +3 .2%. In annual terms, the Member States exhibited positive growth rates, with the figures for Sweden, the 
Netherlands, France, Germany and the United Kingdom between +1.6% and +2.5% and those for Spain, Denmark and 
Finland between +3 .4% and +3.5%. There were two exceptions - Italy, with the weakest growth rate ( + 0.6%) and 
Austria, with the strongest ( + 5.6%). As regards the components of domestic demand, investment fell (by -3.2%) in 
Finland, although there was a sharp increase in annual terms ( +13.8%), and a healthy recovery in the United Kingdom in 
both quarterly terms ( + 1.5%) and annual terms ( + 2.7%). Investment fell in Germany (-0.2%), Denmark (-0.2%) and, to 
a greater extent, France (-0.9%), while the figure increased in the other Member States by between +1 .5% and +2.5%, 
except in the case of the Netherlands, where the figure was +3.4%. In annual terms, investment in Sweden, Finland, 
Denmark, the Netherlands and Spain appeared very encouraging, with rates of over 8%, while in Italy and Austria the 
increase was more moderate (+4 .9% and + 6 % respectively). Germany, the United Kingdom and France had lower 
figures of between +2.4% and +2.7%. Private consumption, in quarterly terms, recovered to a certain extent, with an 
increase of between +0 .2% and +0.8% in Spain, Sweden, Denmark and the United Kingdom. The rates varied between 
+ 1.2% and +1 .7% in the other Member States of the European Union. With a figure of - 0 . 1 % , Italy was the only 
country where private consumption stagnated. In annual terms, developments were more regular, with growth rates 
generally between +1.6% and +2.6%, except in the case of Italy, with virtual stagnation, and with rapid growth in 
Finland ( + 6.2%). Finally, public consumption was down in Italy and Sweden (-0.5%) and up in Finland and Austria, by 
+ 2.2% and +4 .9% respectively. All the other Member States had figures between +0 .2% and +0 .7%. The rates in 
annual terms confirm the figures in quarterly terms. In particular, there was a sharp increase in Austria ( + 18.5%). 
As from this publication, the Federal Republic of Germany includes the Länder comprising the former German Democratic Republic. 
1.3 The Union's economic partners 
The situation in the Union's main partner countries was as follows in the second quarter of 1995: 
- United States: The economic growth rate slackened slightly between the first and second quarters, from +0.7% to 
+ 0.3%. A similar trend could be observed in annual terms. Depreciation of the American dollar led to a deflation in ECU 
terms of -3.9% with a slight inflation in terms of national currency ( + 0.4%). The modest rise in trade deficit from -1.3% 
of GDP to -1.4% of GDP, was due to an increase of imports with a reduction in exports. Domestic demand slowed (from 
+ 0.9% to +0.5%) due to a more moderate growth in investment ( + 3.6% in the first quarter against +1 .2% in the 
second), and a growth in private consumption ( + 0.4% to +0.8%). Public consumption continued in its phase of 
stagnation. 
- Japan: There was a slight resumption of economic growth ( + 0.8%) compared with the stagnation in the previous 
quarter. The annual result was similar, with - 0 . 1 % in the first quarter compared with +0 .6% in the second. The rise in 
value of the Yen corresponded to considerable inflation in ECU terms ( + 8.1 %) compared with slight deflation in terms of 
national currency (-0.5%). Imports and exports were in balance. Domestic demand increased from + 0 . 1 % to +0.8% as 
a result of healthier investment (from -0.4% in the first quarter to +1.1 % in the second) and the upward trend in private 
consumption (from + 0 . 1 % to +0.8%). On the other hand, public consumption fell from +2.2% in the first quarter to 
-1.3% in the second. 
- Canada: Economic growth dropped slightly (by -0.3%) after rising steadily for 16 quarters. However, calculated over the 
year it increased by +2.5%. The depreciation of the Canadian dollar against the ECU, with deflation of - 1 . 1 % in ECU 
terms, was accompanied by slight inflation at national level ( + 0.7%). Exports fell substantially more than imports (-3.4% 
and -1.9% respectively), resulting in a strong reduction in the surplus (to 0 . 1 % of GDP). Domestic demand, which had 
been stable at a fairly high level of +0 .8% over the previous two quarters, fell to +0 .2% in the second quarter of 1995. 
The slight recovery of investment ( + 0.1%), after the reduction of -0.5% in the first quarter, was accompanied by 
growth in private consumption (+0.2%) and a reduction in public consumption (-0.2%). 
- Australia: There was a substantial increase in the growth rate, in both quarterly and annual terms ( + 1.3% and +2.8% 
respectively). The Australian dollar fell by a remarkable -6.1 % against the ECU, and this was accompanied by inflation of 
+ 0.9% in national terms. The trade balance remained in deficit (-2.6% of GDP), with exports falling more rapidly than 
imports (-1.6% and -0.3% respectively). Domestic demand rose ( + 1.6%) while investment continued to fall ( -1% in the 
first quarter and - 2 . 1 % in the second). Both public and private consumption were up (by + 1 . 1 % and + 3 . 1 % 
respectively). 
1.4 The EFTA countries 
The economic trends in the EFTA countries in the second quarter of 1995 can be summarised as follows: 
- Switzerland: Economic growth recovered ( + 0.4%) from a period of deceleration which began in the third quarter of 
1994. However the annual rate of growth was still modest ( + 1.4%). The appreciation of the Swiss franc led to a high 
rate of inflation in ECU terms ( + 2.5%), although inflation was negative when measured in the national currency (-0.2%). 
The country's trade deficit (-3.7% of GDP), which appeared in the first quarter of 1994, continued despite a slight 
recovery in exports ( + 0.1%) and a similar fall in imports (-0.1%). Growth in domestic demand declined sharply (from 
+ 2.0% to +0.3%) between the first and second quarters of 1995. This was due to a fall in investment growth (from 
+ 4.7% in the first quarter to -1.4% in the second), combined with a slight increase in the growth of private 
consumption (from 0.0% to +0.9%). Public consumption rose by 0.3% on a quarterly basis. 
- Norway: As Norway's National Accounts are currently undergoing revision, no quarterly data have been published. 
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(*) Series estimated by the Commission services 
(1)S.A.A.R 
(2) Forecasts 
(3) The Community total for each aggregate is the sum of the seasonally adjusted and annualized series for the countries from which data are available (see methodological note) 
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(3) Forecasts 
(4) See methodological note 
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(*) Series estimated by the Commission services 
(1) % change compared with previous period (S.A.) 
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(*) Series estimated by the Commission services 
(1) % change compared with previous period (S.A.) 
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(*) Series estimated by the Commission services 
(1)S.A.A.R 
(2) Forecasts 
(3) The figures have been seasonally adjusted by Eurostat 
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(") Series estimated by the Commission services 
(1)S.AA.R 
(2) Forecasts 
(3) The Community total for each aggregate is the sum of the seasonally adjusted and annualized series for the countries from which data are available (see methodological note) 
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(*) Series estimated by the Commission services 
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(*) Series estimated by the Commission services 
(1 ) % change compared with previous period (S.A.) 
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(*) Series estimated by the Commission services 
(1) % change compared with previous period (S.A.) 
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(·) Series estimated by the Commission services 
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e U r O S l â l Voir note méthodologique 
m % Veränderung zum letzten Quartal (saisonbereinigt) 
% change compared with previous quarter (seas, adj.) 
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{·) Series estimated by the Commission services 
(1 )SA 
(2) Forecasts 
(3) See methodological note 
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(*) Series estimated by the Commission services 
(1JS.A. 
(2) Forecasts 
(3) See methodological note 
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111.84 98.28 91.09 
112.52 99.20 96.17 
121.63 104.68 99.83 
124.77 105.77 100.20 
109.86 102.46 89.20 
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106.57 101.20 88.38 
111.84 101.92 90.98 
112.23 102.49 90.46 
108.69 100.36 89.44 
114.60 102.58 93.42 
111.90 103.65 93.69 
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3. Methodological note 
This volume presents the main quarterly accounts ag-
gregates for the Union as a whole, for those of the 
Member States which compile quarterly accounts, for 
the Union's principal economic partners outside 
Europe, and for certain EFTA countries. 
The aggregates are presented either as values or as 
percentage variations. When in value form they are 
expressed in current-value ecus or in ecus at 1985 
values. In addition, the most significant deflators, de-
rived from the series in ecus, are presented, together 
with their rates of change. For the purposes of com-
parison this volume also contains the corresponding 
annual aggregates. In order to facilitate comparison 
between the quarterly aggregates and the correspond-
ing annual aggregates, the former, in value form only, 
are expressed as annualized data after adjustment for 
seasonal variations. Percentage variation figures, 
meanwhile, are presented in seasonally-adjusted but 
not annualized form, in order to permit short-term eco-
nomic analysis. 
Since quarterly accounts are not available for all Mem-
ber States, the Union total (EUR12, EUR15) for each 
aggregate is the sum of the data from seasonally-
adjusted series for the countries from which data are 
available, converted into ecus. This represents some 
95% of Union gross domestic product. 
The quarterly data are in accordance with the account-
ing definitions, computational methodology and sea-
sonal adjustment procedures used in each Member 
State. This means that comparability with annual ag-
gregates is not always ensured. 
As a result of the high level of aggregation used in this 
volume, the differences in definition between quarterly 
series are not particularly evident. Certain important 
differences do nevertheless remain: for the Union as a 
whole, totals of exports and imports are not meaningful 
since they include trade both within the Union and 
beyond its external frontiers. However, assuming that 
there is no asymmetry, the balance of trade may be 
considered to tally with the other aggregates. For the 
United Kingdom, the average estimate of GDP is now 
used since all the aggregates are balanced with 
respect to this estimate. For Italy and Germany, 
Eurostat makes an estimation for private consumption 
and government consumption in order to obtain figures 
more coherent with the ESA definition. And in the case 
of the United States, two comments are required on 
the components of demand: the concept of collective 
consumption is replaced by that of total expenditure of 
general government, which also includes government 
investments; and the definition of investments relates 
exclusively to the private sector. 
From the methodological point of view it should be 
noted that the individual countries use widely-differing 
methods which fall, broadly speaking, into two ap-
proaches: the direct and the indirect. 
The direct approach is used by Denmark, Germany, 
Canada and the United States, amongst others. It is 
based on a quarterly set of surveys which match, albeit 
on a smaller scale, the surveys conducted for the pur-
poses of calculating the annual aggregates. This ap-
proach requires a highly-developed and efficient infor-
mation system. 
The indirect approach is based in essence on the esti-
mation of quarterly data from the annual figures, using 
a multiple linear regression model and reference indi-
cators which are available at both annual and quarterly 
intervals. The main differences between the methods 
used lie in the hypothesis adopted for the additive term 
of disturbance. Countries adopting this approach in-
clude France, Italy, Portugal, Switzerland and (more 
recently) Spain. 
This classification is of course over-simplified: in real-
ity, the direct approach includes some indirect 
methods to make good missing or late data, whilst 
indirect-method countries also include certain direct 
components derived, for example, from Government 
budget data, the published accounts of major 
corporations, etc. 
Seasonal adjustment procedures are for the most part 
variants on procedure X-11. Here the greatest differ-
ence lies in whether or not an ARIMA (auto-regressive 
integrated moving average) extrapolation is applied 
before adjustment. Only Germany, Spain and the 
United States use different procedures: the German 
procedure is known as the Berlin method, which 
belongs in essence to the family of regression analysis 
methods; by contrast Spain and Austria use a method 
based on canonical decomposition of a given ARIMA 
model (SEATS). France, Portugal and the United 
States publish only seasonally-adjusted data, whilst at 
the other end of the scale Norway publishes only 
unadjusted data. Some countries, such as Austria, 
Finland and Sweden, do not have seasonally-adjusted 
data at current prices. Spain is the only country 
publishing cycle-trend series instead of unadjusted 
series. In cases where some or all of a country's series 
are unadjusted, they are adjusted by Eurostat using 
the X-11 ARIMA method. 
The quarterly accounts aggregates are compiled by 
the national statistical institutes, except in the cases of 
Austria and Switzerland, where the series are compiled 
by institutes specializing in economic analysis. 
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